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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the as-
sessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the Plan’s prepara-
tion and fair presentation of the financial statements in order to design audit procedures that are appro-
priate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Plan’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the fidu-
ciary net position of the Plan as of December 31, 2018 and 2017, and the respective changes in fiduciary
net position thereof for the years then ended, in accordance with accounting principles generally ac-
cepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and required supplementary information, as listed in the table of contents, be
presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by the Governmental Accounting Standards Board who considers
it to be an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing the in-
formation and comparing the information for consistency with management’s responses to our inquiries,
the basic financial statements, and other knowledge we obtained during our audits of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the lim-
ited procedures do not provide us with sufficient evidence to express an opinion or provide any assur-
ance.

Other Information

Our audits were conducted for the purpose of forming opinions on the financial statements that collec-
tively comprise the Plan’s basic financial statements. The other supplementary information, as listed in
the table of contents, is presented for purposes of additional analysis and is not a required part of the fi-
nancial statements. Such information is the responsibility of management and was derived from and re-
lates directly to the underlying accounting and other records used to prepare the financial statements.
Such information has been subjected to the auditing procedures applied in the audits of the basic finan-
cial statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to the
basic financial statements themselves, and other additional procedures in accordance with auditing
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standards generally accepted in the United States of America. In our opinion, the other supplementary
information is fairly stated, in all material respects, in relation to the basic financial statements as a
whole.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated August 28,
2019 on our consideration of the Plan’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other mat-
ters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Plan’s internal control over finan-
cial reporting and compliance.

Llchackild,, Bloon ¢ (fmpm% LLP
CERTIFIED PUBLIC ACCOUNTANTS
Chesterfield, Missouri
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ST. LOUIS COUNTY, MISSOURI
COUNTY EMPLOYEES’ RETIREMENT PLAN
MANAGEMENT’S DISCUSSION AND ANALYSIS

Management is pleased to provide this overview and analysis of the financial activities of the St.
Louis County, Missouri County Employees’ Retirement Fund (the Plan) for the year ended De-
cember 31, 2018. We encourage readers to consider the information presented in conjunction with
the financial statements, notes to financial statements and required supplementary information,
which follows the management’s discussion and analysis (MD&A).

The Plan is comprised of two plan classes for membership purposes and considered to be a single
plan for accounting purposes. The Plan provides for retirement and death benefits for the two
membership classes known as a noncontributory plan and a contributory plan.

Overview of the Financial Statements

The Plan’s 2018 financial statements, notes to the financial statements, required supplementary
information, and other supplementary information were prepared on an accrual basis, in accord-
ance with accounting principles generally accepted in the United States of America promulgated
by the Governmental Accounting Standards Board (GASB). The following MD&A is intended to
serve as an introduction and overview of the Plan’s financial reporting components.

The Statements of Fiduciary Net Position present information of the Plan’s assets and liabilities
and the resulting net assets held in trust to meet future benefit payments. It reflects the Plan’s
investments at fair value, along with cash and short-term investments, receivables, and other assets
and liabilities. It indicates the resources available to pay future pension and death benefits and
gives a snapshot at a particular point in time.

The Statements of Changes in Fiduciary Net Position present information showing how the
Plan’s net assets held in trust for future benefits changed during the years ended December 31,
2018 and 2017. It reflects employee contributions and employer contributions along with deduc-
tions for retirement benefits, distributions, and administrative expenses. Investment returns during
the period are also presented, showing income and/or losses from investment activities.

The Notes to the Financial Statements provide additional information that is essential to a full
understanding of the data provided in the audited financial statements.

The Required Supplementary Information provides the Schedules of Changes in the County’s
Net Pension Liability, Schedules of Employer’s Net Pension Liability and Ratios, Schedule of
Employer Contributions, and Schedule of Investment Returns.

The Other Supplementary Information includes 10 years of historical trend information.
Financial Highlights
e The Plan’s fiduciary net position decreased by $65.0 million, or (9.2%), to $643.8 million as
of December 31, 2018.
e Investments as of December 31, 2018 decreased from the prior year by $65.8 million to $642.7

million. The decrease in the investment portfolio was due to a cooling of the markets compared
to last year’s financial markets reacted favorably to improving global economies.
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ST. LOUIS COUNTY, MISSOURI
COUNTY EMPLOYEES’ RETIREMENT PLAN
MANAGEMENT’S DISCUSSION AND ANALYSIS

e Total pension liability as of December 31, 2018 increased to $1,054.0 million from the prior
year that was $1,000.1 million, or 5.4%. In April 2017, Proposition P was passed by County
voters which approved a 0.5% sales tax to be earmarked for County law enforcement needs.
This allowed for significant pay increases to take effect January 1, 2018, which in turn impacts
the County’s actuarial liability.

e The Plan’s funding objective is to meet long-term benefit obligations through contributions
and investment income. Fiduciary net position as a percentage of total pension liability was
61.08%, 70.88%, and 62.74% as of December 31, 2018, 2017, and 2016, respectively. In
general, this ratio gives an indication of how well the Plan’s funding objectives are being met.

e Employee and employer contributions for the year were $44.6 million, an increase of $4.2
million, or 10.4%, from the prior year’s $40.4 million.

e Pension benefits to retirees for the year were $60.8 million, an increase of $1.9 million, or
3.2%, from the prior year’s $58.9 million.

Comparative Financial Statements

As of December 31, 2018, the Plan’s financial position decreased by $65.0 million, or 9.2%, from
the prior year, primarily due to the loss on investment returns. As of December 31, 2018, the Plan
had $643.8 million in fiduciary net position, where the amount of total assets of $644.8 million
exceeded the total liabilities of $1.0 million. Over time, increase and decreases in fiduciary net
position are one of the indicators of whether the Plan’s financial situation is improving or deterio-
rating. Additional factors such as market conditions also need to be considered in assessing the
Plan’s overall financial position.

Condensed financial information comparing the Plan’s fiduciary net position for the last three fis-
cal years is presented below:
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ST. LOUIS COUNTY, MISSOURI
COUNTY EMPLOYEES’ RETIREMENT PLAN
MANAGEMENT’S DISCUSSION AND ANALYSIS

STATEMENTS OF FIDUCIARY NET POSITION (in millions)

December 31 Change
2018 2017 2016 2018 2017

ASSETS
Equity in pooled cash $ 05 $ 19 $ 23 $ (149 $ (09
Investments 642.7 708.5 610.3 (65.8) 98.2
Other assets 1.6 1.4 7.0 0.2 (5.6)
Total Assets 644.8 711.8 619.6 (67.0) 92.2
LIABILITIES 1.0 3.0 6.7 (2.0) (3.7)

NET POSITION - RESTRICTED
FOR PENSION $643.8 $7088 $6129 $ (6500 $ 95.9

The reserves needed to finance the retiree benefits are accumulated through the collection of em-
ployer and employee contributions and through earnings on investments. As of December 31,
2018 employer and employee contributions totaled $44.6 million offset by net investment losses
of $48.8 million. The 2018 decrease in investments from 2017 reflects an annual money-weighted
rate of return of (6.97%). The increase in investments for 2017 from 2016 reflects an annual
money-weighted rate of return of 18.84%.

In December 2017, the County created a new contributory plan requiring all newly hired civilian
employees on or after January 17, 2018 and newly hired police on or after February 1, 2018 to
contribute 4% pre-tax of their compensation to the Plan. Total employee contributions for the year
totaled $0.3 million.

The primary expenses of the Plan include the payment of benefits to retirees and beneficiaries.
Expenses for the year 2018 totaled $60.8 million, an increase of 3.2% over 2017.

Condensed financial information comparing the statements of changes in fiduciary net position for
the last three fiscal years is presented below:
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ST. LOUIS COUNTY, MISSOURI
COUNTY EMPLOYEES’ RETIREMENT PLAN
MANAGEMENT’S DISCUSSION AND ANALYSIS

STATEMENTS OF CHANGES IN FIDUCIARY NET POSITION (in millions)

Years Ended December 31 Change
2018 2017 2016 2018 2017
ADDITIONS TO NET POSI-
TION ATTRIBUTED TO
Employer contributions $ 43 $ 404 $ 399 $ 39 $ 05
Employee contributions 0.3 - - 0.3 -
Investment income (loss) (48.8) 114.4 33.0 (163.2) 81.4
Total Additions - Net 4.2) 154.8 72.9 (159.0) 81.9
DEDUCTIONS FROM NET
POSITON ATTRIBUTED TO
Benefits 60.8 58.9 54.9 1.9 4.0
CHANGE IN NET POSITION (65.0) 95.9 18.0 (160.9) 77.9
NET POSITION - RESTRICTED
FOR PENSION, BEGINNING
OF YEAR 708.8 612.9 594.9 95.9 18.0
NET POSITION - RESTRICTED
FOR PENSION, END
OF YEAR $643.8 $ 7088 $6129 $ (6500 $ 959

Economic Factors, Investment Returns, and Other Important Matters

The Plan’s purpose is to grow plan assets at a rate sufficient to meet promised benefits to its mem-
bers while minimizing the risks associated with achieving that growth. Through its investment
policy, the Plan has a well-diversified investment portfolio to achieve this long-term objective.

In addition, to maximize investment returns and preserve fund assets, the Plan carefully monitors
the performance of each of its investment managers and takes the necessary corrective action to
ensure acceptable investment results.

Requests for Information
This financial report is designed to provide a general overview of the Plan’s finances. Questions
concerning any of the information provided in this report or requests for additional financial infor-

mation should be addressed to St. Louis County, Missouri, Division of Fiscal Management, 41
South Central Avenue, Clayton, Missouri, 63105.
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ST. LOUIS COUNTY, MISSOURI

COUNTY EMPLOYEES’ RETIREMENT PLAN

STATEMENTS OF FIDUCIARY NET POSITION

DECEMBER 31, 2018 AND 2017

ASSETS
Equity in pooled cash and investments of
St. Louis County, Missouri

Unsettled investment sale transactions
Accrued interest and dividends
Total Receivables

Investments, at fair value:
Common stock
Fixed income:
Mortgage-backed securities
Corporate bonds
U.S. government securities
Short-term investment funds
Municipal bonds
Real estate investment trusts
Hedge funds
Total Investments
Total Assets

LIABILITIES
Unsettled investment purchase transactions
Accrued investment management and custodial fees
Total Liabilities

NET POSITION - RESTRICTED FOR PENSION

See notes to financial statements

2018 2017
459,888 1,949,521
1,008,288 287,271
543,241 1,116,023
1,551,529 1,403,294
393,632,960 471,600,100
62,174,445 51,314,367
51,958,527 47,660,610
28,004,104 30,924,133
13,681,999 12,960,271
2,248,688 1,326,533
91,037,101 76,427,855
- 16,287,871
642,737,824 708,501,740
644,749,241 711,854,555
374,064 2,608,421
589,271 434,752
963,335 3,043,173
643,785,906 $ 708,811,382

Page 8



ST. LOUIS COUNTY, MISSOURI

COUNTY EMPLOYEES’ RETIREMENT PLAN

STATEMENTS OF CHANGES IN FIDUCIARY NET POSITION

FOR THE YEARS ENDED

DECEMBER 31, 2018 AND 2017

ADDITIONS TO NET POSITION ATTRIBUTED TO

Employer contributions
Employee contributions
Total Contributions

Investment income (loss):
Net appreciation (depreciation) in fair value
of plan investments

Interest and dividends
Total Investment Income (Loss)

Less: Investment management and custodial fees
Net Investment Income (L0ss)
Total Additions - Net

DEDUCTIONS FROM NET POSITION
ATTRIBUTED TO
Retirement benefits
Death benefits
Total Deductions

CHANGE IN NET POSITION

NET POSITION - RESTRICTED FOR PENSION,
BEGINNING OF YEAR

NET POSITION - RESTRICTED FOR PENSION,
END OF YEAR

See notes to financial statements

2018 2017
$ 44342552 $ 40,381,200
269,511 -
44,612,063 40,381,200
(60,501,031) 104,659,944
14,584,416 12,377,671
(45,916,615) 117,037,615
2,937,543 2,593,149
(48,854,158) 114,444,466
(4,242,095) 154,825,666
60,145,381 58,305,373
638,000 600,000
60,783,381 58,005,373
(65,025,476) 95,920,293
708,811,382 612,891,089

$ 643,785,906

$ 708,811,382
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1.

ST. LOUIS COUNTY, MISSOURI
COUNTY EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED
DECEMBER 31, 2018 AND 2017

PLAN DESCRIPTION

A.

B.

General

In December 2017, the St. Louis County, Missouri (the County) created a new defined
benefit trust fund designated the County Employees’ Retirement Fund (the Plan) for
the purpose of accumulating funds for distribution of the benefits provided under the
existing noncontributory plan and a newly established contributory plan. The noncon-
tributory plan closed to newly hired Civilian employees on January 17, 2018 and to
newly hired Police on February 1, 2018.

The Plan is considered to be part of the County’s financial reporting entity and is in-
cluded in the County’s financial reporting entity as a Pension Trust Fund. The assets
of the Plan are available for the payment of pension benefits to either class of members.
The Plan covers substantially all civilian employees (Civilian) and commissioned po-
lice officers (Police) employed by St. Louis County.

Membership

Membership statistics as of January 1, 2018 and 2017 (the latest actuarial valuation)
are as follows:

Civilian Police
2018 2017 2018 2017
Active employees:
Vested 1,758 1,844 632 626
Nonvested 1,107 1,039 272 238
2,865 2,883 904 864

Retirees and beneficiaries

currently receiving

benefits 2,550 2467 498 487
Terminated participants

entitled to benefits but

not yet receiving them 1,290 1,241 269 259

Total Membership 6,705 6,591 1,671 1,610

The Plan is under the management and control of the Board of Trustees, as provided in
the St. Louis County Retirement Plan Ordinance. The Board of Trustees consists of
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ST. LOUIS COUNTY, MISSOURI
COUNTY EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED
DECEMBER 31, 2018 AND 2017

seven members, appointed by the County Executive. One member must be a commis-
sioned police officer of the County’s Police Department; two members must be Civilian
participants in the County’s retirement plan and from different departments; and four
members are appointed from the general public and must not be County employees.
Additionally, two of the members appointed from the general public require recom-
mendation by the County Council.

Pension Benefits

Under the noncontributory plan, all regular full-time Civilian employees hired through
January 16, 2018 and Police hired through January 31, 2018 are eligible for participa-
tion and are considered vested when they have attained five years of credited service.
The retirement benefit is calculated as 1.5% of average compensation for Civilian (age
65 and rule of 80) and 1.6% of average compensation for Police (age 55 and rule of 80)
during the highest consecutive 36 months of the last 120 months of service multiplied
by the years of credited service.

Under the new contributory plan, all newly hired Civilian employees on or after Janu-
ary 17, 2018 and newly hired Police on or after February 1, 2018 are considered vested
when they have attained seven years of credited service. The retirement benefit is cal-
culated at 1.3% of average compensation for Civilian (age 67 and rule of 85) and 1.4%
of average compensation for Police (age 57 and rule of 85) during the highest consec-
utive 36 months of the last 120 month of service multiplied by the years of credited
service. Additionally, the Plan provides early retirement, death benefits, and disability
benefits. Participants grandfathered under the existing noncontributory plan benefits
have not changed.

Contributions

The new contributory plan requires employees to contribute 4% pre-tax of their com-
pensation to the Plan each payroll. Annually, participants accumulated contribution
accounts are credited with an interest rate equal to a short-term U.S. Treasury Bill rate.
Non-vested participants who incur a termination of employment and a beneficiary of a
deceased participant may apply for a refund of accumulated contributions and interest
credited thereon, provided they are eligible for retirement benefits provided by the
Plan. Participants grandfathered under the existing noncontributory plan benefits have
not changed.
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2.

ST. LOUIS COUNTY, MISSOURI
COUNTY EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED
DECEMBER 31, 2018 AND 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND PLAN ASSET MAT-
TERS

A.

Basis of Accounting

The Plan’s financial statements are prepared using the accrual basis of accounting. Em-
ployer contributions are recognized in the period in which the contributions are due.
Investment income is recognized as earned. Benefits are recognized when due and
payable in accordance with the terms of the Plan. Certain administration expenses of
the Plan are paid by the County at no charge to the Plan.

Methods Used to Value Investments

Investments are stated at fair value, as defined by accounting principles generally ac-
cepted in the United States of America. Fair values for investments are determined by
closing market prices at year-end as reported by the investment custodian. Mort-
gage-backed securities are valued at fair value based on future principal and interest
payments and are discounted at prevailing interest rates for similar instruments. Alter-
native investments are carried at estimated fair value provided by the management of
the alternative investment partnerships or funds. Alternative investments in real estate
investment trusts are valued at least annually by external independent appraisal firms.
On a quarterly basis, the appraised values are updated by the appraisers or management
of the real estate investment trusts for changes in factors such as occupancy levels,
lease amendments, lease incentives, capital improvements, and growth assumptions, as
well as other financial and industry market conditions. Other alternative investment
funds are classified as hedge funds, equities or fixed income investments due to the
nature of the underlying fund securities and are recorded at the net asset value as re-
ported by the management of the alternative investment partnership or funds. Because
alternative investments are not readily marketable, the estimated value is subject to
uncertainty and, therefore, may differ materially from the value that would have been
used had a ready market for the investments existed.

Use of Estimates

The preparation of financial statements in conformity with accounting principles gen-
erally accepted in the United States of America requires management and the Plan’s
actuary to make estimates and assumptions that affect the reported amounts of assets
and liabilities, disclosure of contingent assets and liabilities at the date of the financial
statements, and reported amounts of additions and deductions to the Plan net position
during the reporting period. Accordingly, actual results could differ from those esti-
mates.
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ST. LOUIS COUNTY, MISSOURI
COUNTY EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED
DECEMBER 31, 2018 AND 2017

Income Tax Status

The Plan is exempt from Federal income tax as a fiduciary fund type of the County.
The Plan is not subject to the provision of the Employee Retirement Income Security
Act of 1974; however, the Plan obtained its latest determination letter on May 12, 2014,
in which the Internal Revenue Service (IRS) stated that the Plan, as then designed, was
in compliance with applicable requirements of the Internal Revenue Code.

3.  DEPOSITS AND INVESTMENTS

A.

General

As outlined in the St. Louis County Retirement Plan Ordinance, the Plan is under the
management and control of the Board of Trustees. The Plan is authorized to invest in
U.S. Government obligations, other marketable equity and nonequity securities, de-
posit administration contracts, and other investments as outlined in the investment port-
folio guidelines issued by the Board of Trustees to each investment manager.

As of December 31, 2018 and 2017, the Plan had the following cash deposits and in-
vestments:

2018 2017
Pooled cash $ 459,888 1,949,521
Common stock 393,632,960 471,600,100
Fixed income:
Mortgage-backed securities 62,174,445 51,314,367
Corporate bonds 51,958,527 47,660,610
U.S. government securities 28,004,104 30,924,133
Short-term investment funds 13,681,999 12,960,271
Municipal bonds 2,248,688 1,326,533
Real estate investment trusts 91,037,101 76,427,855
Hedge funds - 16,287,871
Total Investments 642,737,824 708,501,740
Total Deposits and Investments $ 643,197,712 $ 710,451,261

For the years ended December 31, 2018, and 2017, the annual money-weighted rate of
return on plan investments, net of investment expense, was (6.97%) and 18.84%, re-
spectively. The money-weighted rate of return expresses investment performance, net
of investment expense, adjusted for changing amounts invested.

Page 13



ST. LOUIS COUNTY, MISSOURI
COUNTY EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED
DECEMBER 31, 2018 AND 2017

The Plan’s investments are continuously exposed to various types of inherent risks.
These risks are mitigated by the Plan’s development and continual monitoring of sound
investment policies. The following information addresses the exposure to certain com-
mon risks.

Interest Rate Risk

Interest Rate Risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. Investments held for longer periods are subject to increased
risk of adverse interest rate changes. The Plan’s portfolio is allotted among specialist
managers for equity only, real estate only, fixed income only, and hedge fund only
management. The Plan requires each manager to diversify by issue and manage the
effective duration of their portfolio type relative to specific indices outlined in the
Plan’s policy. Specifically, the Plan requires fixed income managers to diversify by
issue and manage the effective duration of fixed income securities relative to the Bar-
clays index.

The Plan also invests in mortgage-backed securities, such as collateralized mortgage
obligations. These securities are reported at fair value and are based on the cash flows
from interest payments by the underlying mortgages. As a result, they are sensitive to
prepayments by mortgagees, which may result from a decline in interest rates. For
example, if interest rates decline and homeowners’ refinance mortgages, thereby pre-
paying the mortgages underlying these securities, the cash flow from interest payments
is reduced and the value of these securities declines. Likewise, if homeowners pay on
mortgages longer than anticipated, the cash flows are greater and the return on the ini-
tial investment would be higher than anticipated.

The following schedule provides a summary of the investment maturities by investment

type, which helps demonstrate the current level of interest rate risk assumed by the Plan
as of December 31, 2018 and 2017:
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ST. LOUIS COUNTY, MISSOURI

COUNTY EMPLOYEES’ RETIREMENT PLAN

NOTES TO FINANCIAL STATEMENTS

FOR THE YEARS ENDED

DECEMBER 31, 2018 AND 2017

December 31, 2018

Investment Maturities (In Years)

Less Than More Than

Fair Value No Maturity 1 1-5 6-10 10
$ 28,004,104 $ - $ 146,590 $ 10,791,918 $ 2,006,334 $ 15,059,262
2,248,688 - - 709,976 - 1,538,712
51,958,527 - 1,722,578 18,546,220 17,951,395 13,738,334
393,632,960 393,632,960 - - - -
13,681,999 - 13,681,999 - - -
62,174,445 - 921,361 17,034,900 13,353,357 30,864,827
91,037,101 91,037,101 - - - -
$642,737,824 $484,670,061 $ 16,472,528 $ 47,083,014 $ 33,311,086 $ 61,201,135

December 31, 2017
Investment Maturities (In Years)

Less Than More Than

Fair Value No Maturity 1 1-5 6-10 10
$ 30,924,133 $ - $ 171,812 $ 8,756,625 $ 6,042,854 $ 15,952,842
1,326,533 - 95,106 705,447 - 525,980
47,660,610 - 937,561 20,078,812 14,038,204 12,606,033
471,600,100 471,600,100 - - - -
12,960,271 - 12,960,271 - - -
51,314,367 - 105,973 10,156,753 13,892,682 27,158,959
16,287,871 16,287,871 - - - -
76,427,855 76,427,855 - - - -
$708,501,740 $564,315,826 $ 14,270,723 $ 39,697,637 $ 33,973,740 $ 56,243,814

C. CreditRisk

Credit Risk is the risk that an issuer or other counterparty to an investment will not
fulfill its obligations. The Plan’s policy is that fixed income managers will be moni-
tored to identify changes in quality and conformity with guidelines as well as detect
style changes, if any. Fixed income performance will be managed relative to the Bar-
clays index.

The Plan’s exposure to credit risk at December 31, 2018 and 2017, is presented below
by investment category as rated by Moody’s rating service:
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ST. LOUIS COUNTY, MISSOURI
COUNTY EMPLOYEES’ RETIREMENT PLAN
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED
DECEMBER 31, 2018 AND 2017

December 31,2018

Credit us. Short-term Mortgage- Real Estate
Rating  Gowernment Municipal Corporate Common Investment backed Hedge Investment
(Moody’s)  Securities Bonds Bonds Stock Funds Securities Funds Trusts Total
AAA $ 27769572 % - $ 2572341 % - $ 3594561 $ 32245751 $ - 8 - $ 66,182,225
AA 234,532 1,906,928 4,071,356 - - 331,824 - - 6,544,640
A - 341,760 17,762,005 - - 528,065 - - 18,631,830
BBB - - 18,396,053 - - 203,628 - - 18,599,681
BB - - 3,503,401 - - 493,271 - - 3,996,672
B - - 2,254,870 - - 446,475 - - 2,701,345
ccc - - 126,842 - - 838,034 - - 964,876
cC - - 35,165 - - 562,253 - - 597,418
C - - - - - 145,000 - - 145,000
Unrated - - 3,236,494 393,632,960 10,087,438 26,380,144 - 91,037,101 524,374,137
Total $ 28004104 $ 2248683 $ 51958527 $393,632960 $ 13681999 $ 62174445 $ - $ 91,037,101 $642,737,824

December 31, 2017

Credit Us. Short-term Mortgage- Real Estate
Rating  Gowernment Municipal Corporate Common Investment backed Hedge Investment
(Moody’s)  Securities Bonds Bonds Stock Funds Securities Funds Trusts Total
AAA  $ 30694262 $ - $ 2828455 $ - 3 46,930 $ 24444057 $ - 3 - $ 58,013,704
AA 229,871 957,382 3,355,061 - - 495,948 - - 5,038,262
A - 369,151 16,796,179 - - 685,717 - - 17,851,047
BBB - - 14,043,409 - - 292,341 - - 14,335,750
BB - - 4,705,623 - - 238,045 - - 4,943,668
B - - 2,549,025 - - 724,167 - - 3,273,192
Cccc - - 133,555 - - 1,157,376 - - 1,290,931
ccC - - 167,818 - - 621,818 - - 789,636
C - - - - - 174,421 - - 174,421
Unrated - - 3,081,485 471,600,100 12,913,341 22,480,477 16,287,871 76,427,855 602,791,129

Total $ 30924133 $ 1326533 $ 47,660,610 $471,600100 $ 12,960,271 $ 51,314,367 $ 16,287,871 $ 76,427,855 $708,501,740

D. Custodial Credit Risk

Custodial Credit Risk for deposits and investments is the risk that in the event of a
financial institution’s failure, the Plan would not be able to recover its deposits. De-
posits are exposed to custodial credit risk if they are not insured or not collateralized.
Protection of the Plan’s deposits is provided by the Federal Deposit Insurance Corpo-
ration, by eligible securities pledged by the financial institution, or by a single collateral
pool established by the financial institution in accordance with state statutes.
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Custodial Credit Risk for investments is the risk that, in the event of the failure of a
counterparty, the County will not be able to recover the value of the investments that
are in the possession of the counterparty. The Plan does not have a general policy
addressing custodial credit risk, but it is the practice that all investments are held by the
Plan’s agent in the Plan’s name. The Plan retains investment managers that specialize
in the investment of a particular asset class. Investment managers are subject to the
guidelines and controls established in the investment policy and contracts executed
with the Board of Trustees. The Plan utilizes a third party as custodian over the Plan’s
assets.

Foreign Currency Risk

Foreign Currency Risk is the risk that changes in exchange rates will adversely affect
the fair value of the investment. The Plan has six international investment fund port-
folios. The Plan’s policy is to allow the individual investment managers to decide what
action to take regarding their respective portfolio’s foreign currency exposure manage-
ment and measure results relative to other managers with similar characteristics and the
Europe, Australia, and Far East (EAFE) index.

The Plan’s exposure to foreign currency risk by portfolio orientation in U.S. Dollars as
of December 31, 2018 and 2017, is as follows:

December 31

2018 2017
International Equities:
Value Fund $ 50,726,100 $ 61,994,434
Growth Fund 40,577,115 50,377,991
Small-cap 43,711,218 54,418,904
Emerging Markets 42 853,642 51,090,081
Total $ 177,868,075 $ 217,881,410

The Plan’s exposure to foreign currency risk in U.S. Dollars as of December 31, 2018
and 2017, is as follows:
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December 31
2018 2017

Australian Dollar $ 6,563,286 $ 6,757,973
Brazilian Real 3,828,798 3,794,118
British Pound Sterling 24,315,897 27,621,908
Canadian Dollar 3,413,966 4,395,330
Chilean Peso 129,542 122,914
Chinese Yan 1,634,882 770,917
Columbian Peso 135,196 172,844
Czechoslovakian Koruna 25,695 290,179
Danish Krone 6,407,533 7,488,471
Egyptian Pound 37,620 46,432
Euro 32,174,465 39,060,531
Hong Kong Dollar 17,980,793 22,159,831
Hungarian Forint 293,316 211,180
Indian Rupee 3,122,231 5,597,655
Indonesian Rupiah 862,097 1,183,253
Israeli Shekel 323,701 797,053
Japanese Yen 27,205,088 38,913,893
Malaysian Ringgit 1,106,755 1,408,425
Mexican Peso 523,390 490,295
New Zealand Dollar 1,688,066 285,078
Norwegian Krone 884,082 625,634
Pakistan Rupee 55,447 66,234
Peru Soi 121,557 141,251
Philippine Peso 60,844 83,367
Polish Zloty 878,263 881,864
Qatari Rial 108,689 113,897
Singapore Dollar 6,126,414 5,722,674
South African Rand 2,848,300 3,144,073
South Korean Won 9,399,016 11,262,589
Swedish Krona 4,332,407 3,978,221
Swiss Franc 6,181,197 8,427,724
Taiwanese Dollar 4,636,877 5,853,939
Thai Baht 2,053,831 2,854,504
Turkish Lira 1,404,477 2,082,794
United Arab Emirates 306,931 354,424
Various foreign currency denominations 258,961 711,655

Total Foreign Currency 171,429,610 207,873,124
U.S. Dollar 6,438,465 10,008,286

Total $ 177,868,075 $ 217,881,410
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F. Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of the Plan’s
investment in a single issuer. The Plan’s policy does not allow the concentration per
issuer to exceed 5% of the investment manager’s portfolio except for U.S. Treasuries
and Agencies. Itis the Plan’s policy to establish asset class allocation guidelines based
on market values.

The Plan’s current target asset allocation and the acceptable degree of variation in the
portfolio is shown below:

Target Permissible
Asset Class Allocation Range
Equities:
U.S. large cap 23.25 %
U.S. non-large cap 7.75
International developed country core 25.75
56.75 50% - 70%
Fixed income 22.00 15% - 30%
Real estate 15.00 5% - 20%
Private equity 6.25 0% - 10%
Total 100.0 %

G. Investments Exceeding 5% of Plan Net Position

The following individual investments (excluding investments issued or explicitly guar-
anteed by the U.S. Government, investments in mutual funds, external investment
pools, or other pooled investments) represent more than 5% of the Plan’s net position
as of December 31, 2018 and 2017:

December 31,2018 December 31, 2017
Percentage Percentage
Of Net Of Net
Investment Description Total Position Total Position
Gryphon International EAFE Growth Fund $ 40,577,115 6.30 % $ 50,377,991 711 %
RREEF American REIT 11 41,999,285 6.52 40,409,300 5.70
Sanderson International Value Group Trust 50,726,100 7.88 61,994,434 8.75
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Fair Value

Accounting principles generally accepted in the United States of America established
a framework for measuring fair value which provides a fair value hierarchy that prior-
itizes the inputs to valuation techniques used to measure fair value. The hierarchy gives
the highest priority to unadjusted quoted prices in active markets for identical assets or
liabilities (level 1) and the lowest priority to unobservable inputs (level 3).

The three levels of the fair value hierarchy are described below:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for iden-
tical assets or liabilities in active markets that the Plan has the ability to
access.

Level 2 Inputs to the valuation methodology include:

e Quoted prices for similar assets or liabilities in active markets;

e Quoted prices for identical or similar assets or liabilities in inactive mar-
kets;

e Inputs other than quoted prices that are observable for the asset or lia-
bility;

e Inputs that are derived principally from or corroborated by observable
market data by correlation or other means.

Level 3 Inputs to the valuation methodology are unobservable and significant to the
fair value measurement.

The asset’s or liability’s fair value measurement level within the fair value hierarchy is
based on the lowest level of any input that is significant to the fair value measurement.
Valuation techniques used need to maximize the use of observable inputs and minimize
the use of unobservable inputs.

For the Plan, level 1 securities are valued using prices quoted in active markets for
those securities. Level 2 securities are valued using a matrix pricing technique. Matrix
pricing is used to value securities based on the securities relationship to benchmark
quoted prices.

The following tables sets forth by level, within the fair value hierarchy, the Plan’s assets
at fair value:
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Investments by fair value lewel:
Common stock

December 31, 2018

Fair Value Measurements Using

Quoted Prices Significant
In Active Other Significant
Markets For Observable Unobservable
Total Identical Assets Inputs Inputs
Investments (Lewel 1) (Lewel 2) (Lewel 3)

$ 393,632,960

$ 231,729,001 $ 161,903,959 $ -

Mortgage-backed securities 62,174,445 26,938,421 35,236,024 -
Corporate bonds 51,958,527 27,897,006 24,061,521 -
U.S. government securities 28,004,104 13,457,725 14,546,379 -
Short-terminvestment funds 13,681,999 13,681,999 - -
Municipal bonds 2,248,688 - 2,248,688 -
Total Investments By
Fair Value Level 551,700,723 $ 313,704,152 $ 237,996,571 $ -
Investments measured at net
asset value (NAV):

Real estate investment trusts 91,037,101

Total Investments

$ 642,737,824

December 31, 2017

Fair Value Measurements Using

Quoted Prices Significant
In Active Other Significant
Markets For Observable Unobservable
Total Identical Assets Inputs Inputs
Investments (Lewel 1) (Lewel 2) (Lewel 3)
Investments by fair value lewel:
Common stock $ 471,600,100 $ 277,000,499 $ 194,599,601 $ -
Mortgage-backed securities 51,314,367 20,834,321 30,480,046 -
Corporate bonds 47,660,610 25,232,296 22,428,314 -
U.S. government securities 30,924,133 16,812,475 14,111,658 -
Short-term investment funds 12,960,271 12,960,271 - -
Municipal bonds 1,326,533 - 1,326,533 -
Total Investments By
Fair Value Level 615,786,014 $ 352,839,862 $ 262,946,152 $ -
Investments measured at net
asset value (NAV):
Real estate investment trusts 76,427,855
Hedge funds 16,287,871
Total Investments
Measured at NAV 92,715,726

Total Investments

$ 708,501,740
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The valuation method for investments measured at the NAV per share (or its equiva-
lent) is presented on the following tables:

December 31, 2018

Redemption
Frequency
Unfunded (If Currently Redemption
Fair Value Commitments Eligible) Notice Period
Real estate investment trust (a) $ 41,999,285 $ - Quarterly 45 days notice
Real estate investment trust (b) 49,037,816 14,865,619 Quarterly 90 days notice
Total $ 91,037,101 $ 14,865,619
December 31, 2017
Redemption
Frequency
Unfunded (If Currently Redemption
Fair Value Commitments Eligible) Notice Period
Real estate investment trust (a) $ 40,409,300 $ - Quarterly 45 days notice
Real estate investment trust (b) 36,018,555 25,700,837 Quarterly 90 days notice
Hedge fund (c) 4,124,067 - Quarterly 65 days notice
Hedge fund (d) 12,163,804 - Quarterly 100 days notice
Total $ 92,715,726 $ 25,700,837

(a) Real estate investment trust. This trust is an open-ended core fund organized to
serve as a collective investment vehicle through which eligible investors may invest in
a professionally managed real estate portfolio consisting of multi-family, industrial,
retail, and office properties in targeted metropolitan areas within the continental United
States (including leased properties, vacant properties, and development and redevelop-
ment properties). The principal investment objective of the trust is to generate attrac-
tive, predictable investment returns from a target portfolio of low-risk equity invest-
ments in income-producing real estate while maximizing the total return to sharehold-
ers through cash dividends and appreciation in the value of REIT shares.

(b) Real estate investment trust. This trust is organized as a perpetual-life, open ended
comingled fund for the objective and purpose of creating a high-quality, low risk, di-
versified portfolio of stabilized, income-producing real estate investments diversified
by property type and economic exposure. The fund accomplishes this by acquiring
assets in infill locations within major metropolitan areas with strong site attributes
(such as proximity to amenities, employment centers, and transportation networks) and
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that are well constructed, with features that will appeal to tenants over long periods of
time. The fund’s real estate investments consist of direct and venture investments with
third-party owner/operators.

(c) Hedge fund. This fund allocates its investments among alternative investment man-
agers and the investment funds they operate in order to pursue a variety of investment
strategies. These strategies include: event driven strategies involving the purchase
and sales of securities that are the subject of corporate reorganizations, recapitaliza-
tions/restructurings, bankruptcies, spin-offs, split-offs, liquidations, and non-invest-
ment grade debt situations; global macro strategies that allow the manager to exploit
any inefficiency found in numerous different markets, such as currencies, fixed in-
comes, and equities; long/short strategies that primarily combine holdings of equities
with short sales of equities or options; and multi-strategy funds that use the above strat-
egies, as well as other strategies, such as quantitative or fixed income trading.

(d) Hedge fund. This fund allocates its capital among various portfolio managers
through investments in collective investment vehicles and individually managed ac-
counts. The investee funds may engage in the trading of equity and debt securities of
U.S. and non-U.S. corporations, U.S. government securities, non-U.S. government se-
curities, futures contracts, options, options on futures, other derivatives including
swaps, forward contracts, currencies and physical commodities, partnership interests,
money market instruments, and derivatives on securities. In addition to investing in
investee funds, the fund also makes investments directly.

CONTRIBUTIONS

Member contributions are based upon plan membership: the contributory plan or the non-
contributory plan.

Noncontributory plan members do not contribute to the Plan. Contributions are paid solely
by the County. The contributory plan requires all newly hired Civilian employees on or after
January 17, 2018 and newly hired Police on or after February 1, 2018 to contribute 4% pre-
tax of their compensation to the Plan. Participants grandfathered under the previous non-
contributory plan benefits have not changed whereby plan participants do not contribute to
the Plan.

Member contributions are credited with interest accruing after 12 months of employment.
Upon termination of employment prior to retirement, a member may elect to withdraw his
or her accumulated member contributions and interest, terminating Plan membership and
forfeiting all related rights and benefits.

The contributions are actuarially determined using the Project Unit Cost actuarial cost

method and are sufficient to pay benefits when due. County contributions made to the Plan
for the year ended December 31, 2018 and 2017 are as follows:
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2018
Civilian Police Total
Normal cost $ 13,593,155 6,287,974 19,881,129
Amortization of prior service costs 15,099,550 9,369,178 24,468,728
Total Actuarially Determined
Contributions $ 28,692,705 15,657,152 44,349,857
2017
Civilian Police Total
Normal cost $ 13,270,880 5,020,395 18,291,275
Amortization of prior service costs 14,422,028 7,659,051 22,081,079
Total Actuarially Determined
Contributions $ 27,692,908 12,679,446 40,372,354

NET PENSION LIABILITY

The components of net pension liability of the County at December 31, 2018 and 2017,

were as follows:

Provided by Buck Global, LLC (formerly Conduent Human Resources Services), the

Plan’s actuary.

2018 2017
Total pension liability $1,053,968,837 $1,000,075,015
Less: Plan fiduciary net position 643,785,906 708,811,382

Net Pension Liability

Plan fiduciary net position as a percentage

of total pension liability

Actuarial Assumptions

$ 410,182,931

$ 291,263,633

61.08%

70.88%

The total pension liability was determined using the provisions of the GASB Statements No.
67 and No. 82 actuarial valuation as of December 31, 2018 and 2017 (the measurement date),
using the following actuarial assumptions:
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2018

2017

Actuarial cost method:
GASB reporting
Funding

Inflation

Salary increases including inflation

Investment rate of return:

Discount rate
Blended GASB

Mortality or death rates:

Civilian

Police

Asset valuation method:
Funding requirements
GASB reporting

Long-term Expected Rate of Return

Entry-Age Normal
Projected Unit Cost

2.75%

3.75% Civilian, 3.25%
Police, and thereafter, plus
additional increases from
0% to 18% based upon date
of employment

7.50%
7.50%

Blended Fully Generational
for 70% RP-2000 Mortality
Table and 30% RP-2000

Blue Collar Mortality Table

Fully Generational RP-2000
Blue Collar Mortality Table

4-year smooth market
Market value

Entry-Age Normal
Projected Unit Cost

2.75%

4.25% and thereafter, plus
additional increases from
0% to 18% based upon date
of employment

7.75%
7.61%

Blended Fully Generational
for 70% RP-2000 Mortality
Table and 30% RP-2000

Blue Collar Mortality Table

Fully Generational RP-2000
Blue Collar Mortality Table

4-year smooth market
Market value

The best-estimate range for the long-term expected rate of return is determined by adding
expected inflation to expected long-term real returns and reflecting expected volatility and

correlation.
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Discount Rate

The discount rate used to measure the total pension liability at December 31, 2018 and 2017,
was 7.50% and 7.61%. The projection of cash flows used to determine the discount rate
assumed the Plan’s employer contributions will be made at the current contribution rates and
that Plan contributions will be made at rates equal to the difference between actuarially de-
termined contribution rates and the member rate. Based on those assumptions, the Plan’s
fiduciary net position was projected to be sufficient to make all projected future benefit pay-
ments of current plan members. Therefore, the long-term expected rate of return on pension
plan investments was applied to all periods of projected benefit payments to determine the
total pension liability.

2018 2017
Long-term rate of return 7.50 % 775 %
Municipal bond rate 3.64 3.16
Blended GASB discount rate N/A 7.61

Changes in the Net Pension Liability

A schedule of changes in the net pension liability for the year ending December 31, 2018 is
provided below.
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Increase (Decrease)

Total Pension Plan Fiduciary Net Pension

Liability Net Position Liability
(@) ) (@)-(0)
Balances at December 31, 2017 $ 1,000,075,015 $ 708,811,382 $ 291,263,633
Changes for the year:
Service cost 14,755,101 - 14,755,101
Interest on total pension liability,
including service cost 74,958,167 - 74,958,167
Differences between expected and actual
experience (117,213) - (117,213)
Assumption changes 25,081,148 - 25,081,148
Employer contributions - 44,342 552 (44,342,552)
Employee contributions - 269,511 (269,511)
Net investment income (loss) - (48,854,158) 48,854,158
Benefit payments (60,783,381) (60,783,381) -
Administrative expenses - - -
Net Changes 53,893,822 (65,025,476) 118,919,298
Balances at December 31, 2018 $ 1,053,968,837 $ 643,785,906 $ 410,182,931
Plan Fiduciary Net Position As A
Percent Of Total Pension Liability 61.08%

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The following presents the Plan’s 2018 net pension liability calculated using the discount
rate of 7.50%, as well as what the Plan’s net pension liability would be if it were calculated
using a discount rate that is 1% point lower (6.50%) or 1%-point higher (8.50%) than the
current rate:
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2018
Current
1% Decrease Discount Rate 1% Increase
6.50% 7.50% 8.50%
Net pension liability $ 530,463,738 $ 410,182,931 $ 308,978,397

The following presents the Plan’s 2017 net pension liability calculated using the discount
rate of 7.61%, as well as what the Plan’s net pension liability would be if it were calculated
using a discount rate that is 1% point lower (6.61%) or 1% point higher (8.61%) than the
current rate:

2017
Current
1% Decrease Discount Rate 1% Increase
6.61% 7.61% 8.61%
Net pension liability $ 404,600,121 $ 291,263,633 $ 195,733,753

Pension Expense and Deferred Outflows of Resources and Deferred Inflows of Re-
sources Related to Pensions

For the year ended December 31, 2018, the County recognized pension expense of
$64,024,272. At December 31, 2018, the County reported deferred outflows of resources
and deferred inflows of resources related to pensions from the following sources:

Deferred Deferred
Outflows Of Inflows Of
Resources Resources

Differences between expected and actual experience $ 3,686,606 $ (1,095,831)

Assumption changes 24,288,226 (3,766,944)

Net difference between projected and actual
earnings on pension plan investments 52,624,853 -
Total $ 80,599,685 $ (4,862,775)

In 2018, the difference between expected and actual experience is recognized over the aver-
age expected remaining service lives of active and inactive members as of January 1, 2018
(4.4 years).

The difference between projected and actual investment earnings is recognized over 5 years.
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Amounts reported as deferred outflows of resources and deferred inflows of resources related
to pensions will be recognized in pension expense as follows:

Net Deferred

For The Plan Outflows
Years Ending (Inflows) Of
December 31 Resources
2019 $ 27,145,905
2020 14,119,103
2021 11,918,541
2022 22,553,361
2023 -
Thereafter -
Total $ 75,736,910

PRIORITIES UPON TERMINATION

In the event the Plan is partially or totally terminated, or if complete discontinuance of con-
tributions to the Plan occurs, the assets of the Plan will be allocated to the participants, after
providing for necessary expenses, in a priority order as defined in the Plan. If the assets of
the Plan are insufficient to give full effect to all provisions of this priority order, the assets
available will be prorated in the payment of accrued benefits so that all eligible participants
will receive the same percentage of their full monthly benefits.

CREDIT MARKET CONDITIONS

Recent market conditions have resulted in an unusually high degree of volatility and in-
creased the risk associated with certain investments held by the Plan, which could impact the
value of the investments after the date of these financials.

RISK MANAGEMENT

The Plan is exposed to various risks of loss related to natural disasters, errors and omissions,
loss of assets, torts, etc. The Plan has chosen to cover such losses through the purchase of
commercial insurance. There has been no material insurance claims filed or paid during the
past four fiscal years.

SUBSEQUENT EVENTS

At the March 2019 retirement board meeting, the Board of Trustees voted to move to a 25-

year layered amortization method and approved changes to both the base mortality tables
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and mortality improvement projection scales. Specifically, for both plans, the base mortality
table will be updated to reflect the Pub-2010 Public Retirement Plans Mortality Tables re-
leased by the Society of Actuaries in January 2019. For both plans, the mortality improve-
ment scale would be updated to reflect the most recent mortality improvement scale MP-
2018, released by the Society of Actuaries in October 2018. For Plan A (Civilian), the base
table would utilize a blend of 85% PubG-2010 and 15% PubS-2010 mortality tables. For
Plan B (Police), the base table would utilize 100% PubS-2010 mortality tables. The changes
apply to both plans and will impact the January 1, 2019 valuation. The impact has not been
included in the measurement as of December 31, 2018.
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TOTAL PENSION LIABILITY

Service cost

Interest on total pension liability,
including service cost

Benefit changes

Differences between expected and
actual experience
Assumption changes
Benefit payments
Net Change In Total Pension

Liability

Total Pension Liability, Beginning

Total Pension Liability, Ending (a)

PLAN FIDUCIARY NET POSITION
Employer contributions
Employee contributions
Net investment income (loss)
Benefit payments
Administrative expenses
Net Change In Plan Fiduciary
Net Position

Plan Fiduciary Net Position,

Beginning

Plan Fiduciary Net Position,
Ending (b)

Net Pension Liability, Ending (a)-(b)

ST. LOUIS COUNTY, MISSOURI

COUNTY EMPLOYEES’ RETIREMENT PLAN

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULES OF CHANGES IN THE NET

POSITION LIABILITY (UNDER GASB 67)

For The Years Ended December 31

2018 2017 2016 2015 2014

$ 14755101 $ 14079443  $ 14910011  $ 14,021,326 12,809,400
74,958,167 72,916,497 70,761,545 68,963,256 65,446,259
(117,213) (125,451) (2,607,617) 16,509,590 -
25,081,148 (4,809,926) (3,103,113) 21,976,347 -
(60,783,381) (58,905,373) (54,955,340) (52,192,047) (49,289,030)
53,893,822 23,155,190 25,006,386 69,278,472 28,966,629
1,000,075,015 976,919,825 951,913,439 882,634,967 853,668,338
$ 1053968837 $ 1000075015 $ 976919825 $ 951913439 882,634,967
$ 44342552 $ 40381200 $ 39938958 $ 37,894,303 36,202,086
269,511 - - - -
(48,854,158) 114,444,466 32,999,634 10,527,670 31,551,403
(60,783,381) (58,905,373) (54,955,340) (52,192,047) (49,289,030)
(65,025,476) 95,920,293 17,983,252 (3,770,074) 18,464,459
708,811,382 612,891,089 594,907,837 598,677,911 580,213,452

$ 643785906 $ 708811382 $ 612,801,089 $ 594,907,837 598,677,911
$ 410182931 $ 291263633 $ 364028736 $ 357,005,602 283,957,056

NOTES TO SCHEDULE

(A) The total pension liability as of the end of each measurement year is measured as of the
measurement date (January 1) at the beginning of each year and is projected to the end
of each year.

(B)

Because the beginning and ending values for the year ended December 31, 2014 are based
on the same actuarial valuation (December 31, 2013) and there were no significant
events, no liability gains or losses due to experience or assumption changes are reported.
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(Continued)

(C) Changes of assumptions.
The discount rate assumption for 2014 through 2018 changed as follows:

2018 2017 2016 2015 2014

Long-term rate of return 750 % 775 % 7.75 % 7.75 % 8.00 %
Municipal bond 20-year high grade rate 3.64 3.16 3.71 3.20 3.34
Blended GASB discount rate N/A 7.61 7.58 7.55 7.77

The fiduciary net position was projected to be sufficient to make all projected future
benefit payments of the current plan members and their beneficiaries, therefore, the dis-
count rate used to measure the Plan’s actuarial pension liabilities at December 31, 2018
is the 7.5% long-term rate of return. The change increased the liability by $25.4 million.

The Plan’s funding policy for amortization of the unfunded net pension liabilities was
changed to a 25-year closed-layered amortization method for the 2018 actuarial valua-
tions previously using a 25-year rolling amortization method.

The actuarial assumption for salary increases was changed effective with the January 1,
2018: 1) Civilian from 4.25% to 3.75% and 2) Police from 4.25% to 3.25%. The changes
decreased the liability by $10.9 million.

There were no other changes in assumptions.

(D) GASB 67 was implemented in 2014. This schedule is being built prospectively. Ulti-
mately, 10 years of data will be presented.
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ST. LOUIS COUNTY, MISSOURI
COUNTY EMPLOYEES’ RETIREMENT PLAN
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULES OF EMPLOYER’S NET POSITION LIABILITY
AND RATIOS (UNDER GASB 67)

For The Years Ended December 31

2018 2017 2016 2015 2014
Total pension liability $ 1,053,968,837 $ 1,000,075,015 $ 976,919,825 $ 951,913,439 $ 882,634,967
Plan fiduciary net position 643,785,906 708,811,382 612,891,089 594,907,837 598,677,911
Net Pension Liability $ 410,182,931 $ 291,263,633 $ 364,028,736 $ 357,005,602 $ 283,957,056

Plan Fiduciary Net Position

As A Percentage Of

Total Pension Liability 61.08 % 70.88 % 62.74 % 62.50 % 67.83 %
Covered Payroll $ 228,138,805 $ 204,196,697 $ 194,735,386 $ 189,237,471 $ 187,020,333
Net Pension Liability As A

Percentage Of Covered

Payroll 179.80 % 142.64 % 186.94 % 188.65 % 151.83 %

NOTES TO SCHEDULE

(A) The “net pension liability” and “plan fiduciary net position as a percentage of the total
pension liability” are measured on a market value of assets basis. These items presented
may be appropriate for evaluating the need and level of future contributions but make no
assessment regarding the actual future cost to settle the Plan’s liabilities to members and
their beneficiaries.

(B) GASB 67 was implemented in 2014. This schedule is being built prospectively. Ulti-
mately, 10 years of data will be presented.
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ST. LOUIS COUNTY, MISSOURI
COUNTY EMPLOYEES’ RETIREMENT PLAN
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF EMPLOYER’S CONTRIBUTIONS (UNDER GASB 67)

Contribution

In Relation To Contributions
For The Plan Actuarially Actuarially Contributions As A Percent
Years Ended  Determined Determined Deficiency Covered Of Covered
December 31 Contributions Contribution (Excess) Payroll Payroll
2009 $ 32,848,970 $ 32,848,970 $ - $ 186,048,976 17.66 %
2010 29,106,006 29,106,006 - 182,077,404 15.99
2011 30,949,913 30,949,913 - 178,115,615 17.38
2012 38,959,667 38,959,667 - 180,827,117 21.55
2013 36,628,538 36,628,538 - 176,460,912 20.76
2014 36,202,086 36,202,086 - 187,020,333 19.36
2015 37,894,303 37,894,303 - 189,237,471 20.02
2016 39,938,958 39,938,958 - 194,735,386 20.51
2017 40,372,354 40,381,200 (8,846) 204,196,697 19.78
2018 44,349,857 44,342 552 7,305 228,138,805 19.44
NOTES TO SCHEDULE

(A) Actuarially determined contribution rates are calculated as of December 31, which is 12
months prior to the beginning of the fiscal year in which contributions are reported. The
following actuarial methods and assumptions were used to determine the most recent
valuation, dated January 1 each year.

(B) Proposition P was passed by the County voters in April 2017 which approved a 0.5%
sales tax to be used to improve police and public safety. As a result of Proposition P,

commissioned officers pay, new positions, and overtime increased covered payroll by

approximately $24 million and $2 million for the years ended December 31, 2018 and
2017, respectively.

(C) Covered payroll. The payroll on which contributions are based.
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ST. LOUIS COUNTY, MISSOURI

COUNTY EMPLOYEES’ RETIREMENT PLAN

REQUIRED SUPPLEMENTARY INFORMATION

SCHEDULE OF EMPLOYER CONTRIBUTIONS (UNDER GASB 67)

(Continued)

(A) Methods and Assumptions Used in Calculations of Actuarially Determined Contri-

butions
Valuation date
Actuarial cost method:
GASB reporting
Funding
Amortization method
Asset valuation method:

GASB reporting
Funding

Rate of investment return
Municipal bond 20-year high grade return
Inflation

Salary increases

Turnover rates

Retirement and disability rates

Mortality and disability tables:
Civilian

Police

January 1, 2018

Entry Age Normal

Projected Unit Credit

25-year closed-layered amortization of the unfunded

accrued liability

Market Value
5-year smoothed market, actual vs. expected

7.5% per year
3.64% per year
2.75% per year

Civilian 3.75%, Police 3.25%, plus additional increases
from 0% to 18% based upon date of employment

Varies by age and year of membership based on plan
experience

Between age 50 and 59, a rate of 5% or 12% is used
for employees qualifying for "Rule of 80". After age
60 the rate varies between 10% and 50% for the
Civilian Plan. The Police rate at age 62 is 100%.

Blended Fully Generational table of 70% RP-2000
Mortality table and 30% RP-2000 Blue Collar
Mortality table

Fully Generational RP-2000 Blue Collar Mortality table
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ST. LOUIS COUNTY, MISSOURI
COUNTY EMPLOYEES’ RETIREMENT PLAN
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF INVESTMENT RETURNS (UNDER GASB 67)

For The Plan Annual Money-weighted
Years Ended Rate Of Return Net Of
December 31 Investment Expense
2014 550 %
2015 1.80
2016 5.51
2017 18.84
2018 (6.97)
NOTES TO SCHEDULE

(A) The annual money-weighted rate of return incorporates both the size and the timing of

(B)

cash flows to determine an internal rate of return. The money-weighted rate of return
considers the changing amounts actually invested during a period and weights the amount
of pension plan investments by the proportion of time they are available to earn a return
during that period. The rate is determined net of investment expenses and uses external
monthly cash flows (i.e., contributions, benefit payments, and administrative expenses)
as inputs to the calculation.

GASB 67 was implemented in 2014. This schedule is being built prospectively. Ulti-
mately, 10 years of data will be presented.
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OTHER SUPPLEMENTARY INFORMATION SECTION
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INTERNAL CONTROL AND COMPLIANCE SECTION
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the Plan’s financial statements will not be prevented, or detected and corrected on a timely basis. A sig-
nificant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weak-
nesses or significant deficiencies. Given these limitations, during our audit we did not identify any defi-
ciencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the Plan’s financial statements are free from
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with
those provisions was not an objective of our audit and, accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

PURPOSE OF THIS REPORT

The purpose of this report is solely to describe the scope of our testing of internal control and compli-
ance and the results of that testing, and not to provide an opinion on the effectiveness of the Plan’s inter-
nal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Plan’s internal control and compliance. Accord-
ingly, this communication is not suitable for any other purpose.

Llchackild,, Bloon ¢ (Zmpm% LLP
CERTIFIED PUBLIC ACCOUNTANTS
Chesterfield, Missouri
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